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Management vision of AEON Hokkaido

Becoming a “Company that supports the health and wellness of Hokkaido”
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® Sales Amt : JPY 354 billion/year
® Number of employees

: Approximately : 20,191

* Approximately one in every 250
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Overview of Aeon Hokkaido's

[All the stores in Hokkaido]

Cape Soya

Mombetsu

-AEON 48 stores
+MaxValu 62 stores
*The Big 25 stores Rebun )
My Basket 44 stores slend O
+-AEON Bike 1 store
*Other 2 stores
Total: 183 stores
The easternmost store is in Hokkaido XD
Tokheacho Nomuro O | e Jowe g\
Hokkaido RDC
The northernmost store is in
Hanazono-cho, Mombetsu City.
AEON Mombetsu store (280 km) g 2/;—0 K
The southernmost store is in Esash‘i\l

Nanae-machi, Hokuto City.
AEON Kamiiso store (300 km)

Abashiri

Logistics

Shiretoko

Kunashiri
Island
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j Nemuro
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Obihiro DP

* Cape Erimo

Hakodate

Hakodate TM

AT

Daily delivery trips: 436
Distance traveled: 21,800 km
Halfway around the world



Efficiency Enhancement Facilities in Aeon Hokkaido’s

Logistics Operations

Introduction of labor-saving Facilities

Hokkaido Regional Distribution Center (RDC) Ishikari Process Center (PC)
Sorting systems/Automated storage and retrieval system Palletizing machine

%

a4 0
(e

Equipment/Facilities
Sorting systems: 2 systems, processing
capacity 10,000 cases/hour

Automation of case sorting for each
store and product group
3 aisles (2 lines x 11 groups x 5

Automated storage and retrieval system: tiers/aisle)
10,000 PL Number of bays: 2,200
Floor depalletizers: 3 (processing Lifts: 6 units

capacity: 700 cases/hour)

Number of loading berths: Shipping 54,
Receiving 18, Total of 72

Automatic conveying machines: 30
machines

Nestainers: 600

No. of shuttle units: 30
Shipping capacity: 2,000 CS/h
Receiving capacity: 2,000 CS/h




Investigation into the environmental conditions for newly establishing and

operating logistics centers

Implementation of reorganization according to the environmental conditions

O Digital transformation (DX) and improvements in efficiency are required due to the
increase in distribution volumes and expansion in scale resulting from company
mergers.

O Continual requests for price rises from the third-party logistics (3PL) provider
(Insufficiency of workers and drivers, fuel cost increases)

O Operation of a new center (Ishikari Process Center) since 2021

O The “FY2024 problem” (Introduction of regulations limiting driver overtime working
hours)

It is necessary to convert to a new logistics system without being confined by
the previous configuration.




Including the logistics measures in the company’s management strategy

Increasing fuel costs...

Management Increasing labor costs...
Delivery capacity insufficiencies...
strategy Legal regulation strengthening...
Logistics Using previous methods and ways of thinking, it

will be difficult to realize sustainable logistics.

For a retail business, the lowering of
. logistics costs and ensuring the
Business delivery capacity are the essence of
strategy business.

It was recognized that the measure for

logistics is an important one that should not
Functional be tackled as a functional strategy, but rather
strategies as a management strategy.

Even if logistics can be improved
Logistics « as a function, it will be difficult to
reform the system.
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Changing the relationships with the outsourcing partner and third-party

logistics company (3PL) (Changing the contracts)

Previous approach New approach
Form of contract : Fixed ad valorem system contract Form of contract : Open book contract

[Implemented by the 3 companies]
Recognition of the problems
- Investigation into the causes
« Recognition of A A N

environment changes Consideration of solutions

« Able to perceive the Setting of issues

logistics configuration Formulation of proposed

— solutions
ereis a )

hierarchical Implementation of proposed

relationship in the COI‘ISIgI‘lOI‘ solutions
logistics work Verification of results

* Responsibility for the
logistics

Consignor

provements are
made from the
viewpoint of the

It is difficult to ask fo
improvements to be
made due to the
fixed rates

* Problem sharing

« Generated costs + On-site opinions are heard by the consignor
8 i visualization * The views of the consignor are apparent
OUtsourCIng x « Periodical * Requests for improvements can be made to
partner consideration of the consignor
Trouble-causing issues The problem is not rates
are not conveyed to the recognized
consignor

The improvement
results are difficul
to reflectin the
profits and
expenses

The commission of Requests for

work is restricted
by costs

improvements are
d ding in- .

T Rouse assets | Outsourcing 3PL
partner

« Structure in which improvements
can be easily made

« Structure in which improvement
effects can be easily enjoyed

Hierarchical

Relationship Strategic Partners

(Giving priority to consignor sales and profits)

(Considering logistics as a common asset)




To maximize logistics efficiency, consignor must also take responsibility

and actively pursue improvements

Changing the AEON Hokkaido operations

Consignor themselves must 1. Changing the order delivery ratios

drive transformation to

achieve sustainable, stable,

and efficient logistics 3. Changing the delivery times to the
center by suppliers

2. Changing the order lead times

4. Change in arrival time at the store

Discussions were held among the three companies to respond to logistics center man-hour
insufficiencies, driver insufficiency and the insufficient delivery capacity caused by driver
labor time regulations resulting from the 2024 problem.

In order to improve work efficiency and delivery efficiency, four items were identified which
required reorganization by AEON Hokkaido, and commitments were made to implement
responses under the responsibility of the consignor.




By adjusting the order delivery ratio, will working to reduce the number of

morning delivery vehicles and improve the actual vehicle utilization ratio.

1. Changing the order delivery ratio

Order delivery ratio Order delivery ratio

Morning 90% : Daytime 10% Morning 70% : Daytime 30%
Loading rates for each delivery Loading rates for each delivery
Morning 90% : Daytime 10% Morning 73% : Daytime 27%

The delivery ratio for morning deliveries were high, and there was a situation in
which trucks were concentrated, making it complicated to increase trucks or allow
spot truck deliveries. Daytime deliveries also had low loading rates. In order to
increase the delivery ratio of daytime deliveries to 30%, the ordering system delivery

ratios were review and changes were made for each supplier, each category and
each item.




Due to changes in order lead times, earlier delivery times to the center

2. Changing the order lead times

Business cee ae Order lead
Classification )
format time

GMS Dairy products Previous day

deadline
Before . Previous day
change <h Dairy products deadline
Produce Previous day
products deadline

After
change

Business
format

GMS

SM

Classification

Dairy products

Daily products

Produce
products

Order lead time

Deadline 2 days
in advance

Deadline 2 days
in advance

Deadline 2 days
in advance

« Supermarket (SM) Produce products: Deadline change to 2 days in advance for total volume
« General merchandise store (GMS) and SM Dairy products: Deadline change to 2 days in advance for

70% of total volume

Adjustment was implemented so that the deliveries became Morning delivery ratio 70% : Daytime
delivery 30% according to the total amount of products.

By changing the order lead time, the delivery time to the center by suppliers was made earlier to

equalize the work.




Reducing Maximum Waiting Time by Advancing Delivery Times to Process Centers

3. Due to the supplier delivery time Change

S FY (Comparison of monthly
80,000 Ishikari PC P00 actual values (July)) Difference
70,000 50,000 2023
oo Item Category
' FY2021 | FY2023 |
40,000
50,000 2021
40,000 30,000
Admitted average E{ggﬂg@ 43 44 1
30,000 number of Dai
2000 suppliers proc%cts 115 116 !
20,000 Produce . .
10,000 Average waiting Bro_ducts 0:20 0:15 0.05
time products 0:40 0:15|  -0:25
o — : producte 1:30 1:00]  -0:30
400 600 7:00 800 9:00 10:00 11:00 12:00 13:00 14:00 1500 16:00 17:00 1800 19:00 21:00 22:00 Maximum waiting ‘Bmd“CtS ' : -
Before PC Self dai . . Ham/ Meat Prod i airy . . .
" eset:l;ﬁshment pr(?)duc‘:;‘t"sy Dairy products - Delicatessen S:L:Ts]ages ® Bakery " prz?iucts p:gd:;i time prod ucts 230 130 = 100

By modifying order lead times, consolidating total volumes for produce and dairy products,
and implementing digitalization using ASN data for agricultural products, we achieved an
earlier delivery time to the center by 1 to 2 hours. This ensures stable sorting operation
times. Furthermore, the maximum waiting time for suppliers, which was 2 hours and 30
minutes before implementation, was reduced to 1 hour and 30 minutes afterward.
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3. Due to the supplier delivery time Change

Increase consolidated delivery and reduce inefficient tasks by utilizing ASN data

2022-2023 Sep. Oct. Nov. Dec. Jan. Feb. Mar.
Hokkaido |Number of companies 1 9 1 2 4 7 0
XD Number of casesiday| 1,202 | 1,696 | 7,896 | 8,092 | 11,936 | 14,053 | 14,053

Implementationrate| /9% 10% 46% 47% 69% 81% 81%
Ishikari Number of companies 1 9 0 2 1 7 4
PC Number of cases/day | 802 1,130 | 1,130 | 1,261 | 5,395 | 6,241 | 8,804

Implementationrate| /% 11% 11% 12% 50% 58% 82%

For Produce products in the GMS format, we changed from store-specific deliveries to consolidated
deliveries by total volume.

Furthermore, including the SM format, the sorting process—previously done manually using lists—
was changed to handheld sorting utilizing ASN data.

This resulted in approximately 80% of produce product handling volume shifting to consolidated
delivery and ASN data sorting, reducing the labor time required for manual sorting by 300 M/H per
month.




Aiming for maximum efficiency in track operation, will reduce the number

of tracks in use
4. Review of Arrival Times for the Store

FY2023 monthly | FYZ202Z monthly | FY202T monthly Comparison of
average average average 2021-2023
2. Number of services |4t= 18 trucks 3,357 3,390 3,778 88.9%
8t = 22 trucks 685 638 637 107.5%
10t = 28 trucks 2,637 2,715 2,643 99.8%
Total 6,679 6,742 7,058 94.6%
3 Number of trucks  |4t(41+0) 1,732 1,759 1,931 89.7%
8t(11+4a) 465 428 432 107.6%
10t(62+a) 1,699 1,702 1,705 99.7%
Total (114 + a) 3,896 3,889 4,068 95.8%

Optimize operations for 4-ton trucks, which have the highest number of works and trucks.
Increase the number of 8-ton trucks to improve loading efficiency and promote mixed-load
operations.

Furthermore, by implementing time-slot deliveries for the second morning run and later, the
load capacity per truck has increased, contributing to the reduction of 4-ton trucks.




Reducing Maximum Waiting Time by Advancing Delivery Times to Process Centers

Effect

Morning deliveries A17% reduction
Daytime deliveries +17% increase

Improvement indicators Before change After change

Morning deliveries 73%
Daytime deliveries 27%

Time-specified initial delivery,
subsequent deliveries by time frame
operation (Last delivery before 09:30)

Morning deliveries 90%

Delivery ratio Daytime deliveries 10%

Delivery times for stores
subject to morning
deliveries

Time-specified deliveries

(Last delivery before 08:00) Reduction by 1 hour 30 minutes

Agricultural products:

Order lead times

Previous day deadline
Daily necessities: Previous
day deadline

Agricultural products: Two days prior
Daily necessities: Two days prior

Lead time increased by +1 day

Consolidated delivery ratio
(Comparison according to
the total amount of
products)

Agricultural products: 7%
Daily necessities: 16%

Agricultural products: 81.5%
Daily necessities: 90%

Agricultural products: +74.5%
increase

Daily necessities: +74.0% increase

Maximum truck waiting
times in the center

2 hours 30 minutes

1 hour 30 minutes

A 40% reduction

No. of services

7,058 services

6,679 services

A 5% reduction

No. of trucks 4,068 trucks 3,896 trucks A 5% reduction
CO, emissions 1604.7 t-CO, 1518.5t-CO, A 5% reduction
On-premises work man- 55 \yeq 85.1 MH/CS +49% increase

hour productivity




Committing to the targets, sharing the improvement measures and

promoting improvements using PDCA cycles by the three companies

Understanding the relationships between the distribution
amounts, invested MH, and the productivity

Setting the target productivity

Setting the target productivity for each work area Revise of the PC and DC Layout
Setting the target productivity for each date of Managing the invested MH
the week
Changing to worker multitasking Reviewing the CS unit prices

In order to sustainably and stably conduct efficient delivery, the PC and DC work was reviewed, and
discussions were held regarding measures that would increase productivity. Meetings were held
between the three companies, measures and operations were agreed to improve the PC and DC
productivity, and management was implemented using common evaluation standards.

The consignor also manages productivity improvement at its site, and is striving to make
improvements as a partner.
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Before and after implementation, PC and DC productivity improved by 28.1 MH/CS

Productivity + Reduction H

90.0 20,000
>0 N 18,000
16,000
20.0
14,000
75.0 12,000
70.0 10,000
65.0 8,000
6,000
60.0
4,000
55.0 2,000
50.0 0
Sep. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May Jun. Jul. Aug.
Man-hour Productivity from Productivity from
reduction H September 2022 September 2021

Although the PC and DC work productivity rate was 57 MH/CS at the start of operations in

September 2021, this had risen to 85.1 MH/CS by May 2023, showing a 28.1 MH/CS improvement.
18,000 MH were also invested regarding the M/H reduction h our, but this was improved to 4,000
MH. While the initial invested M/H may have been excessive, they were improved by optimization

and further improvements in efficiency. .




AEON Hokkaido's Initiatives to improve logistics efficiency @

Establishment and Activities of the Hokkaido Logistics Study Group

e Supportlng companies: 17, \\
— i official board member )
/[ievelopment into Ioglst\$ . companies: 12 J February 2.025. He.ld.the
/ cooperative activities \ 8th Hokkaido LOgIStICS
, conducted by approx. 40 \ -
| companies, around 20 of ] Study Group meeting

" which are observer
\pamcnpatmg companies and /
. groups ) i

[ Supporting companies:
14, official board
member companies: 9

May 2023: Held the 1st
Hokkaido Logistics
Study Group meeting




AEON Hokkaido's Initiatives to improve logistics efficiency @

Collaboration through the Hokkaido Logistics study Group

®

Making effective use of returning empty trucks
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Digital matching initiatives to prombte joint deliveries
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Response to the new Act on Advancement of Integration and
Streamlining of Distribution Business (Support for reducing the
waiting times and the loading and unloading times)
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